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THE  CUT  FLCWER  INDUSTRY: 
AN  ANALYSIS  OF  ITS  GROWTH  POTENTIAL 


by 

D.  B.  DeLoach^  | 
Introduction  ' 

Commercial  flower  growers  and  marketing  agencies  are  among  the  many  groups 
seeking  to  expand  their  sales  volume,  increase  prices  to  cover  rising  costs,  and 
minimize  competition.    A  large,  solidly  entrenched  segment  of  the  floricultural 
industry  finds  existing  business  methods  profitable  and  believes  no  changes  are 
necessary.    Other  segments  realize  the  magnitude  of  the  changes  taking  place  in 
consumers'  tastes,  living  habits,  and  pattern  of  expenditures  as  well  as  the 
possible  opportunities  opening  up  to  the  cut  flower  industiy  while  these  changes 
are  going  on.    Many  leaders  believe  that  their  industry  already  has  the  capacity 
to  supply  a  much  larger  market  than  now  exists  and  that  there  is  a  real  oppor- 
tunity to  expand  markets  while  incomes  are  relatively  high  and  consumers'  buying 
habits  are  undergoing  some  major  adjustments. 

The  floricultural  industry  has  repeatedly  sought  the  assistance  of  state 
and  federal  research  agencies  in  developing  economic  information  that  would  aid 
growers  and  marketing  agencies  in  reaching  decisions  with  respect  to  their  busi- 
ness operations.    Industry  need  for  economic  infcrraation  became  much  more  impor- 
tant with  the  slackening  of  the  demand  for  and  a  simultaneous  expansion  of  the 
production  of  cut  flowers  after  World  War  II.    In  recognition  of  the  growing  need 
for  information,  the  19U9  Census  of  Agriculture  included  a  number  of  questions 
relating  to  the  production  and  sale  of  horticultural  specialties.    The  Census 
data  were  released  in  the  usual  form  in  19^1  and  subsequently  were  analyzed  by 


1/  Professor  of  Agricultural  Economics  and  Agricultural  Economist  in  the 
Agricultural  Experiment  Station  and  on  the  Giannini  Foundation. 


^^xfoaoJaa  .S  »C! 

^■-5  .n&'o-:  grt>3f  r  •c^^.'co  ci  eaoi'Stt  awsntrjrti  ^oimCov  seXea  i„.£w  „ii»}<4^9 

8ii}  8«  XIaw  cii  as*tt;.tJ-bneq:c&  1o  a-Xftdiaq  bos  iS^idari  gnivil  tsr^sc*  •stectttsnn? 
•<c6<5qo  Ice-x  s  si  s-j-is/fd-  jprfj  bm  3cl^lxe  won  xiSiij  ^es/tsm  •y&^'jEaX  dotm  s  ^Xq^i/s  oi 

h.^"  bljiciT^  ^arii  aoxd-amoiixi  r??"- :  ^  •;o  ''^'^•"^  ffX  asl?-  • ■  ■otaeeet- Xeiebp'^  '  .'v. 
-..ecu  lisd*  cj-  ioaqget  d&tw  snoiiixjwx  ^jii.i.iloutf'i  /Ji  aeloa9ii«  ^idSe^t^^^n  bn9  riswois 

fcoei;  5i;-i^woi<j  a..';-  lo  »x&i:.ji:ia<iOOO'x  UjL    ,ii  i.5v/ uXiCir,'  xocrle  eiewoX^  -iffD  'tc;  floXJ-otrboiq 

'       '     ■      •      .  f  has  -Ik 


2. 


the  Department  of  Agriculture  and  released  in  a  series  of  publications,  ^Ai^ch 
have  been  used  widely  by  the  industry  and  research  workers.    Several  state  agri- 
cultural experiment  stations,  regional  research  groups,  and  the  U.  S.  Department 
of  Agriculture  started  various  types  of  marketing  studies  after  19514  as  a  part 
of  a  research  program  largely  financed  from  funds  appropriated  under  the  Agri- 
cultural Marketing  Act  of  19U6  as  amended. 

This  report  is  a  contribution  to  the  western  regional  marketing  project, 
"Marketing  Western  Horticultural  Specialty  Crops"  (WM-2U).    It  gives  the  results 
of  an  appraisal  of  institutional  and  economic  factors  affecting  the  cut  flower 
industry  and  its  possibilities  for  expanding  production  and  markets.    The  author 
relied  heavily  on  publidied  research  findings  for  information  relating  to  con- 
sumer buying  practices  and  retail  marketing  of  cut  flowers.    In  addition,  he 
drew  on  the  wealth  of  literature  that  is  available  on  the  marketing  of  other  ag- 
ricultural products  T-Aiere  it  appeared  that  the  experiences  of  people  handling 
such  commodities  would  be  applicable  to  the  cut  flower  industry.   While  the  use 
of  research  findings  and  operating  experiences  of  other  agricultural  industries 
is  not  the  most  desirable  means  for  reaching  conclusions  regarding  the  marketing 
of  cut  flowers,  it  is  a  helpful  device  for  checking  against  the  limited  economic 
data  available  on  the  floricultural  industry. 

Factors  Affecting  Supply 

Technological  Changes. — Technological  innovations  have  greatly  expanded  the 
productive  capacity  of  the  cut  flower  industry  during  recent  years,  thereby  in- 
creasing its  ability  to  supply  existing  or  developing  markets  without  increasing 
acreage  substantially.    New  or  improved  fertilizers,  insecticides,  and  fungicides 
have  been  a  boon  to  growers  in  the  form  of  increased  yields  and  improved  quality. 
In  addition,  improved  handling  techniques,  moisture  and  temperature  controls,  and 
the  speed  and  flexibility  of  transportation  have  done  much  to  maintain  product 
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quality  en  route  to  market  and  to  make  possible  the  shipment  of  flowers  to  more 
distant  market  centers.    The  expanding  output  of  carnations,  chrysanthemums, 
gladioluses,  and  roses  in  California,  Colorado,  Florida,  Illinois,  and  Iowa  for 
out-of-state  consumers  apparently  has  been  feasible  because  of  iii5)rovements  in 
transportation  facilities  for  handling  flowers  and  the  speed  with  which  they  are 
moved  from  growers  to  consumers. 

No  reliable  statistics  is  available  on  how  much  recent  technological  im- 
provements have  affected  yields  per  acre  or  per  unit  of  greenhouse  area,  but 
some  light  may  be  thrown  on  these  effects  by  a  comparison  of  the  changes  in  pro- 
duction under  glass,  open-field  acreage,  and  numbers  of  growers  with  the  changes 
in  total  sales  value  of  the  products. 

According  to  the  19$k  Census  of  Agriculture,  an  estimated  142,085  open-field 
acres  and  3,875  acres  of  greenhouse  space  were  used  for  commercial  flower  pro- 
duction.   The  space  used  to  produce  cut  flowers,  potted  plants,  florist  greens, 
and  bedding  plants  under  glass  rose  about  2.6  per  cent,  or  about  96  acres,  be- 
tween 19149  and  195U.    Open-field  acreage  used  for  growing  the  same  types  of 
products  decreased  about  17.8  per  cent,  or  9,11^2  acres  (Table  1).    The  number 
of  greenhouse  growers  was  7  per  cent,  or  1,089,  less  in  19$h  than  19k9,  while 
the  number  of  open-field  growers  in  the  above  group  of  products  was  22.6  per 

cent,  or  3,229,  less  than  in  19U9. 

Despite  the  decrease  in  the  number  of  acres  and  growers,  1951i  sales  were 
up  $12,000,000,  or  5.1  per  cent,  above  \9'h9*^   Because  of  the  lack  of  com- 
parative price  statistics,  it  is  impossible  to  know  whether  the  increase  in 
sales  value  was  caused  by  a  higher  price  level  or  by  higher  volume.    The  sketchy 
price  information  that  is  available  discloses  no  perceptible  change  between  I9I4.9 

2/  No  comparable  production  statistics  is  available.    Sales  data  have  been 
used  as  an  indication  of  volume  produced  commercially.    This  type  of  statisti- 
cal comparison  wealcens  most  of  the  published  findings. 
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TABLE  1 

Cut  FlOT^ers,  Potted  Plants,  Florist  Greens,  and  Bedding  Plants 
Grown  for  Sale,  by  States,  19li9  and  19 5U 


State 


Grown  under  glass 


I9k9 


195U 


Per- 
centage 
change 


Grown  in  the  open 


19ii9 


1951 


centage 

change 


"Value  of  sales 


19U9 


195U 


Per- 
centagt 
change 


millions  of 
square  feet 


Alabama 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

Florida 

Georgia 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 
New  Jersey 
New  Mexico 
New  York 
No.  Carolina 
No.  Dakota 
Ohio 
Oklahoma 
Oregon 

Pennsylvania 
Rhode  Island 
So.  Carolina 


1.0 
0.1 
O.U 
lU.U 
it.5 
3.5 

O.ii 
0.8 
0.8 
0.3 
15.8 
6.1 

3.1 
1.8 

I.  6 

0.5 
1.0 
2.8 
9.6 
5.6 
3.6 
0.6 
5.1 
0.5 
0.9 

1.2 
9.6 
0,2 
16.2 
1.2 
0.2 

II.  8 
1.8 
2.5 

16.2 
2.0 
0.6 


0.9 
0.1 
0.8 
16.0 
h.Q 
h.7 
O.ii 
1.6 
0.8 

0.5 
1J+.2 
6.1 
3.h 
1.5 
1.3 
0.6 
0.9 
2.li 
9.8 
6.9 
3.6 
0.5 
k.h 
0.6 
0.8 

1.0 

10.3 
0.2 

17.7 
1.9 

0.  1 
12.6 

1.  U 
2.5 

16.6 
1.0 
O.U 


'  10 

0 
IDO 
11 
7 

3U 
0 
100 
0 

67 

-  10 

0 
10 
17 

-  19 
20 

-  10 

-  Ill 

2 

23 
0 

-  17 

-  Ih 
20 

-  11 

-  17 

7 

0 
9 
58 

-  50 

7 

-  22 

0 
2 

-  50 

-  33 


acres 


millions  of 
dollars 


883 
26 
169 
7,223 
229 
27U 

he 

12,185 
559 

120 
l,95U 
9hS 
hh3 
281 
127 
517 
262 
577 
89U 
1,593 
U21 

khS 
2,058 
h3 
123 

—  — 

102 
1,956 
25 
3,332 
1,291 
20 
l,Wi3 
1U6 
1.689 
1,622 
99 
li89 


hoh 

81 
6,855 
170 
336 

5ii 

13,ii75 
230 
27 
1,U92 
856 
162 

207 
126 

309 
122 
hiS 
531 
1,U73 
296 
1U8 
397 
17 
83 

83 
2,192 

28 
1,913 
2,035 
5 

1,096 
8it 
763 
1,356 
57 
3U9 


-  5U 
U38 
■  52 

-  5 

-  26 
23 
17 
11 

-  59 

-  78 

-  2h 

-  9 
'  63 

-  26 

-  1 

-  ho 

-  53 

-  22 

-  hi 

-  8 

-  30 

-  67 

-  81 

-  60 

-  33 

-  19 

12 
12 

-  h3 
58 

-  75 

-  2h 

-  U2 

-  55 

-  16 

-  h2 

-  29 


2.1 
0.2 
0.6 

2i;.5 
5.6 
6.6 
0.6 
9.5 
1.7 
0.3 

17.6 
8.6 
U.O 
2.0 
1.6 

0.  8 

1.  h 
3.5 

12.2 
9.6 
5.0 
0.8 
5.2 
0.6 
1.2 

1*5 
13.7 
O.li 

23.5 
2.2 
0.2 

15.5 

2.2 
3.5 
20.3 
l.ii 
0.9 


I.  3 
0,h 
0.9 

32.5 
5.8 
7.6 
O.U 

16.2 
1.2 

0.  6 
17.2 

8.5 
3.8 
1.7 

1.  U 
0.8 
1.1 
2.9 

II.  3 
10.3 

5.5 
0.5 
U.6 
0.7 
0.9 

1.2 

lli.7 
0.3 

23.6 
3.6 
0.2 

18.3 
1.6 
3.5 

19.6 
1.2 
0.7 


-  38 
100 

50 
33 
h 
15 

-  33 
71 

-  29 
100 

-  3 

-  1 

-  5 

-  15 

-  13 

0 

-  21 

-  17 

-  7 

7 

10 

-  38 

-  12 
17 

-  25 

-  20 

7 

-  25 

0 

6h 
0 
18 

-  27 

0 

-  3 

-  lU 

-  22 
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2.  e 
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X.£ 
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Table  1  continued. 


Grown 

under 

glass 

Grown  in  the  open  ! 

ue  of  sal 

es 

ir-er- 

1 

Per- 

centage 

i 
t 

cent age 

19U9 

195ii 

centage 

State 

19U9 

195U  i 

change 

19ii9 

19^  ! 

change 

change 

millions  of 

milli 

ons  of 

square  feet 

acres 

dollars 

So.  Cakota 

0.3 

O.li 

33 

20 

10 

-  55 

0.3 

0.6 

100 

Tennessee 

1.7 

1.2 

-  29 

525 

390 

-  26 

2.5 

1.3 

mm 

U8 

Texas 

2.6 

2.7 

k 

2,27U 

7U5 

-  67 

5.2 

U.6 

12 

Utah 

0.8 

0,7 

-  13 

110 

125 

0.9 

1.0 

11 

Vermont 

0.3 

0.3 

0 

U9 

li7 

-  k 

0.5 

0.3 

Uo 

Virginia 

1.6 

1.3 

-  19 

2,270 

1,067 

-  53 

3.1 

2.ii 

23 

Washington 

3.7 

3.6 

-  3 

699 

833 

19 

l;.5 

U.li 

2 

West  Virginia 

1.2 

1.0 

-  17 

ko 

lli6 

265 

1.5 

1.3 

13 

Wisconsin 

U.o 

h.2 

5 

622 

319 

-  1x9 

5.8 

5.5 

5 

Wyoming 

0.1 

Ool 

0 

U 

3 

-  25 

0.1 

0.1 

0 

l61iJ0 

168.80 

1 

51,227 

I;2,085 

235^70 

2U8.10 

Source:   U.  S.  Biir&au  of  the  Census,  United  States  Census  of  Agriculture:  195U 
(Washington:    Govt.  Print.  Off.). 
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and  19$h  in  the  wholesale  price  averages  on  the  major  flowers,  although  there 
was  a  considerably  greater  range  of  prices  in  19h9  than  in  195li.    It  would  ap- 
pear, therefore,  that  an  increase  in  volume  accounted  for  the  change. 

In  addition  to  these  Census  staUstics,  special  studies  by  Sinith^  in 
Florida  and  Radsk^  in  California  reflect  the  rapid  strides  in  production  being 
made  by  the  industry  in  those  states  (Table  2) .    Newer  technologies  have  enabled 
Florida  growers  to  expand  their  production  of  chrysanthemums  and  gladioluses, 
in  particular,  which  makes  it  possible  for  them  to  supply  the  greater  part  of 
these  flowers  to  the  early  season  markets  on  the  Atlantic  seaboard  and  the  Mid- 
west.   California  growers  contacted  by  Rada  reported  large  increases  in  yields 
and  quality  as  a  result  of  their  ability  to  control  moisture  and  temperature  in 
plastic  and  glass-covered  greenhouses. 

Although  there  is  no  way  of  estimating  the  extent  to  which  greenhouse  space 
and  open-field  acreage  now  in  flox^ers  can  be  used  more  intensively  by  applying 
improved  management  practices,  University  of  California  floriculturalists  be- 
lieve much  improvement  is  possible. 

Underemployment  of  Supply  Factors.-- Small  growers,  in  particular,  appear  to 
have  some  problems  in  utilizing  fully  their  land,  greenhouse  space,  and  labor 
for  producing  flowers.    Fossuit^  reported  a  widespread  use  of  greenhouse  space 
for  storage  and  display  purposes  and  a  practice  by  many  open-field  growers  of 
producing  only  one  seasonal  flower  crop.    While  each  of  these  management  practices 

3/  Smith,  Cecil  N.,  Florida's  Flower  and  Nursery  Business  (Gainesville:  Uni- 
versity of  Florida,  December,  195^^),  Economic  Leaflets,  vol.  XV,  no.  12,  pp.  1-U. 
(Bureau  of  Economic  and  Business  Research.) 

h/  Rada,  E.  L. ,  "Floral  Wholesaling  in  Southern  California."  (Unpublished  re- 
report.) 

5/  Fossum,  M.  Truman,  Commercial  Floriculture  (Washington:    Govt.  Print.  Off., 
19^) >  p.  5.    (U.  S.  Department  of  Agriculture  Marketing  Research  Report  97.) 
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TABLE  2 

Growers  Selling  Floral  Crops,  Total  Sales,  and 
Amount  Sold  Per  Grower  in  California,  19h9  and  1951* 


Growera 

Total  sales  \ 

Sales  per 

grower 

Area 

Year 

Number 

Percent- 
age 
change 

Amount 

Percent- 
age 
change 

1 

Amount 

Percent- 
age 
change 

dollars 

dollars | 

State  total 

19U9 
19^h 

1,838 
1,501 

-18 

2ij,ii63,10ii 
32,lj  80,875 

+  33 

13,310 
21,639 

+  63 

Bay  area^ 

19149 
19$h 

628 
550 

-12 

12,Ii39,389 
15,735,357 

+  26 

19,808 
33,265 

+  68 

Los  Angelas  area^ 

1919 
19Sh 

761 
597 

-22 

9,U78,081 
12,2U5,767 

-  29 

12,l)5l4 
20,512 

+  65 

Santa  Barbara  area 

19h9 
l9Sh 

50 
56 

+12 

3U5,390 
905,015 

+162 

6,908 
16,161 

+1314 

San  Diego  area 

1919 
195U 

172 
133 

-23 

1,251,663 
2,221,325 

+  78 

7,277 
16,702 

i 

+130 

Other  areas 

19U9 
19$h 

227 
165 

-27 

9U8,581 
l,373,i4ll 

+  U5 

i 

ii,179 
8,32U 

! 

I 
t 

1 

+  99 

a/  Bay  area  includes:  Alameda,  Contra  Costa,  Mailn,  Monterey,  Napa,  San  Francisco, 
""   San  Mateo,  Santa  Clara,  Santa  Cruz,  Solano,  and  Sonoma  counties. 


b/  Los  Angeles  area  includes:    Los  Angeles,  Orange,  Riverside,  and  San  Bernardino. 

Source:    U.  S.  Bureau  of  the  Census,  United  States  Census  of  Agriculture:  19l49 
and  I95I1  (Washington:    Govt.  Print.  Off.). 
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might  be  advantageous  to  growers  under  present  market  conditions,  they  indicate 
an  availability  of  growing  space  if  it  is  needed. 

Many  growers  were  engaged  in  selling  their  own  products  as  a  means  of  using 
their  time  more  fully.    Growers  with  sales  of  less  than  $10,000  annually  sold 
more  than  7^  per  cent  of  their  output  directly  to  consumers  (Figure  l) .    The  per- 
centage of  sales  direct  to  consumers  as  a  part  of  total  firm  sales  decreased  as 
the  volume  rose.    Conversations  with  a  number  of  growers  lead  the  author  to  be- 
lieve that  the  combination  growing  and  retailing  activity  often  provided  growers 

with  the  best  outlet  for  their  own  labor  and,  frequently,  that  of  some  members 

6/ 

of  their  households.    Rada  in  his  study  of  the  Los  Angeles  flower  market-'  ob- 
served that  growers  engaged  in  selling  direct  to  consumers  and  retailers  were 
doing  so  mainly  to  gain  nearer  full-time  employment,  but  also  to  satisfy  their 
desire  for  a  change  in  their  type  of  work,  with  an  opportunity  for  regular  con- 
tacts with  other  growers  and  trade  people.    The  1950  Census  of  Agriculture  shows 
that  growers  depended  on  part-time  paid  employees  and  unpaid  family  labor  for 
more  than  38  per  cent  of  their  labor  force.    It  also  disclosed  that  the  year- 
round  earnings  of  workers  in  firms  with  sales  of  less  than  #200,000  annually 
averaged  $1,700  while  those  employed  by  firms  with  sales  of  more  than  $200,000 
annually  averaged  $2,000.    Growers  contacted  by  the  author  claimed  that  smaller 
operators  were  unable  to  use  fully  their  employees'  time  in  small-sized  opera- 
tions.   This  would  seem  to  be  a  further  indication  of  the  underemployment  of 
production  labor  in  the  cut  flower  industry. 

Ease  of  Expansion.— Horticulturalists  at  the  University  of  California  and 
flower  growers  believe  there  would  be  no  problem  in  greatly  increasing  the  out- 
put of  flowers  on  existing  acreage  and  in  greenhouses  provided  market  conditions 
were  favorable.    While  there  are  periodic  shortages  of  certain  types  of  flowers 


6/  Rada,  op.  cit.,  p.  U. 
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due  to  unfavorable  weather,  the  total  supply  of  all  varieties  appears  to  have 
been  more  than  adequate  to  meet  the  demand.    By  e3q)anding  only  slightly  the 
open-field  acreage  and  greenhouse  space  devoted  to  flowers,  a  heavy  volume  of 
each  of  the  major  kinds  of  flowers  could  be  brought  onto  the  market  within  a 
short  time.    The  amount  of  open-field  acreage  that  one  grower  can  handle  varies 
greatly  with  the  flower  crop.    It  appears,  however,  that  1  to  2  acres  would  be 
maximum  for  carnations,  chrysanthemums,  and  gladioluses. 

The  use  of  plastic  covers  speeds  up  construction  and  greatly  reduces  the 
initial  capital  investment  in  greenhouses.    While  the  more  permanent-type,  glass- 
enclosed  structures  are  preferred  by  most  operators,  a  permanent  structure  is 
not  essential  in  the  production  of  flowers.    Plastic-covered  structures  also 
are  adequate  should  growers  decide  to  introduce  ten^jerature  and  moisture  con- 
trols for  increasing  output  and  quality. 

While  no  reliable  data  are  available  as  to  the  minimum  investment  in  com- 
mercially operated  greenhouses,  Dr.  Harry  C.  Kohl,  floriculturalist.  University 
of  California,  Los  Angeles,  and  his  associates  estimate  that  small,  plastic- 
covered  houses  will  cost  between  25  and  3$  cents  per  square  foot  without  heat. 
The  1951)  Census  did  not  report  greenhouses  of  less  than  6,000  square  feet.  If 
this  figure  is  used,  a  minimum  investment  of  $1,500  to  |2,100  would  be  required 
for  such  a  structure.    However,  it  is  known  that  many  part-time  growers  now  use 
far  less  space  than  the  minimum  mentioned  in  the  195^4  Census.    This  low  initial 
investment  would  attract  commercial  fruit  and  vegetable  growers  to  floricul- 
tural  operations  if  market  conditions  were  favorable.    Furthermore,  the  low  in- 
vestment requirement  continues  to  make  it  possible  for  workers  of  foreign  origin 
to  find  self-employment  in  the  flower  business  irdien  it  is  difficult  for  them  to 
find  gainful  employment  elsewhere.    This  has  been  particularly  true  with  many 
Japanese-Americans  in  California,  Oregon,  and  Washington. 
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The  Pressure  to  Increase  Output,— The  adoption  of  newer  production  methods 
has  raised  -ihe  capacity  and  output  of  the  floricultural  industry.    At  the  same 
time,  growers  have  had  to  absorb  higher  total  production  costs  brought  about  by 
a  heavier  investment  in  facilities  and  equipment  as  mil  as  higher  prices  for 
supplies.    Faced  with  higher  production  costs,  growers  must  utilize  to  the  best 
advantage  their  labor,  land,  and  facilities  as  a  means  of  keeping  total  and  unit 
costs  at  a  minimum.    This  condition  tends  to  exert  pressure  on  growers  to  in- 
crease output,  with  a  resulting  unbalance  of  total  supply  with  total  demand. 

Land  speculation  is  a  factor  of  unknown  importance  in  maintaining  flower 
and  nursery  crop  production  on  land  adjacent  to  or  in  metropolitan  areas.  Grow- 
ers contacted  by  the  author  in  various  parts  of  the  United  States  have  referred 
to  the  long-time  coital  gains  that  can  be  obtained  from  holding  land  in  urban 
areas,  even  though  current  income  from  labor  and  capital  may  be  lower  than  that 
in  comparable  occupations.    Present  taxes  applicable  to  current  income  and  long- 
time capital  gains  encourage  marginal  operators  to  continue  operations  on  the 
theory  that  the  rise  in  capital  values  more  than  offsets  the  loss  of  income  from 
current  operations.    With  the  rapid  rise  in  land  values  in  metropolitan  centers 
during  the  last  few  years,  there  could  be  a  good  deal  of  truth  in  such  a  line 
of  reasoning. 

Present  Marketing  Channels 

In  view  of  the  sensitivity  and  pressure  on  the  supply  side  of  the  indus- 
try, an  examination  of  the  methods  now  used  in  marketing  floral  products  seems 
appropriate. 

Growers  usually  have  a  choice  of  selling:    (l)  direct  to  consumers  from 
their  own  retail  routes,  retail  road  stands,  or  stores j  (2)  to  wholesalers  and 
jobbers  directly  or  through  commission  men  or  consignment  brokers j  or  (3)  to 
retail  stores,    A  few  aspects  of  these  types  of  selling  are  discussed  below. 
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Direct  Sales  to  Consumer. "-The  volume  of  sales  made  direct  to  consumers 
by  commercial  growers  is  believed  to  be  small.    It  is  seldom  possible  for  a 
grower  to  maintain  a  retail  store  that  depends  solely  on  his  own  flower  pro- 
duction.  When  growers  do  enter  the  retail-store  flower  trade,  they  do  so  on 
the  assumption  that,  except  for  certain  seasonal  operations,  the  bulk  of  their 
supplies  must  be  bought  from  other  wholesalers.    The  production  diversifica- 
tion needed  to  completely  supply  a  retail  flower  shop  would  be  a  physical  and 
economic  impossibility. 

Roadside  stands  and  retail  routes  are  quite  common  in  most  sections  of  the 
country.    They  afford  a  seasonal  market  outlet  among  consumers  who  normally  do 
not  buy  flowers  through  established  retail  stores.    A  minimum  of  service  is  in- 
volved in  these  sales.    Should  the  sale  of  cut  flowers  through  retail  food  and 
variety  stores  increase,  there  is  every  reason  to  believe  that  the  number  of 
roadside  flower  stands  and  retail  routes  would  decline,  particularly  if  the  same 
forces  are  at  work  that  are  found  in  the  marketing  of  fresh  fruits  and  vege-- 
tables,  namely,  the  unwillingness  or  inability  of  growers  to  spend  the  time 

needed  for  retailing  operations  as  long  as  more  profitable  alternatives  are 

I 

available. 

Retail  route  sales  of  cut  flowers  by  growers  are  of  negligible  proportion. 
The  research  literature  makes  little  reference  to  route  sales,  and  only  an  oc- 
casional reference  can  be  found  in  trade  journals.    It  appears  that  there  is 
some  seasonal  movement  of  flowers  through  this  channel;  however,  there  is  no 

indication  that  retail  route  sales  are  or  will  become  of  any  great  importance 

■  I 

as  a  means  of  marketing  flowers. 

Sales  to  Retail  Stores.— According  to  Census  data  and  trade  information, 
it  is  doubtful  whether  more  than  10  per  cent  of  the  total  dollar  sales  by  grow- 
ers are  now  made  direct  to  retail  stores.    Such  sales  are  of  much  less  importance 
in  large  metropolitan  centers  than  in  medium-  and  small-sized  communities. 


...  iaLd&lxuvi^ 

"30  iTfi  -^^^o  faaSjaeXfia  oJj:f(>  V  •  eijr.:Vie:>istr-- ol^^^  S'SA'^r.;- ,.'7ir;Jv5  j;.^ji:£  fi-'mnp.s^  (>.r?T 
,  -  ■'■  ■  ■•••.'•■'T:'-?oA  -jfiicrif......     •  -,4=. 


13- 


Sales  to  Wholesalers  and  Jobbers.— 'In  the  past  the  close  proximity  of 
growers,  wholesalers,  and  retailers  permitted  purchase  and  sale  by  inspection. 
As  the  principal  growing  areas  moved  farther  from  markets,  sale  by  inspection 
became  less  feasible.    Yet,  the  lack  of  adequate  standard  grades  have  handi- 
capped trading  on  a  specification  basis.    For  this  reason  among  others,  growers 
now  diip  Idle  greater  part  of  their  flowers  to  commission  and  merchant  vAiolesal- 
ers  on  consignment.    This  practice  affords  buyers  an  opportunity  to  inspect  the 
shipments  and  eliminates  much  of  the  risks  merchant-vtoolesalers  would  incur  by 
outright  purchase.    Reduced  to  its  simplest  form,  the  system  provides  the  grower 
with  a  mechanism  for  getting  his  flowers  to  market  and  offering  them  for  sale  to 
idiolesalers  and  retailers.    But  it  means  that  all  risks    except  selling  charges, 
if  the  products  are  not  sold,  are  borne  by  the  grower  or  shipper. 

Moore^^  reported  that  all  floricultural  products  sold  in  Chicago  and  New 
York  City  move  through  commission  or  merchant  wholesalers  thence  to  other  whole- 
salers, jobbers,  and  retailersj  and  that  8U  per  cent  of  the  floral  products 
handled  by  these  commission  and  merchant  wholesale  dealers  were  received  from 
growers  on  consignment, 

Taylor^  reported  that  most  of  the  cut  flowers  and  potted  plants  sold  on 
the  W^ishington,  D,  C,,  market  in  19^6  moved  through  wholesale-commission  houses 
on  a  consignment  basis.    He  mentioned,  however,  one  group  of  growers  in  this 
area  who  sold  direct  to  retailers.    Another  group  used  existing  i^Aiolesale  chan- 
nelp  regularly  except  for  certain  holidays  when  the  growers  dealt  directly  with 
ret^ler^. 

7/  Moore,  Elmer  J.,  Wholesaling  Floral  Commodities  in  the  Chicago  and  New 
Yorfe  City  Markets  (Washington:    Govt,  Print.  Off.,  1957;,  p.  9.    (U.  S.  Depart- 
ment  of  Agriculture   Marketing  Research  Report  No.  175.) 

8/  Taylor,  Earl  G.,  An  Economic  Study  of  the  Washington  Metropolitan  Flower 
Market  (College  Park:    1956),  pp.  1  and  li.    (Maryland  Agricultural  E:!q)eriment 
Station  Miscellaneous  Publication  275.) 
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Consignment  sales  are  of  lesser  importance  in  markets  where  growers  do  a 
considerable  part  of  their  own  marketing.    This  is  true  in  the  Los  Angeles  and 
San  Francisco  market  areas,  particiaarly  for  cut  flowers  and  foliages  sold  in 
the  state.    For  out-of-state  shipments,  consignment  selling  is  greater,  es- 
pecially when  the  deals  are  with  central-market  wholesale  dealers  who  are  pri- 
mary distributors  for  smaller  wholesalers  and  jobbers  in  the  region.  I 

While  it  appears  that  specialization  is  growing  in  the  cut  flower  trade, 
as  is  evidenced  by  the  groirth  in  the  number  of  special  buyers  in  the  Los  Angeles 
metropolitan  and  other  markets,  there  is  no  indication  of  an  increase  in  the 
number  of  dealers  that  actually  take  title  and  physical  possession  of  the  flow- 
ers.   The  buying  specialists  described  by  Rada^  in  his  study  of  the  Los  Angeles 
market  appear  to  have  the  job  of  selecting  products  in  the  wholesale  markets  and 
delivering  or  holding  them  for  their  principals  (retailers)  for  a  commission. 
Such  an  arrangement  provides  the  retailer  with  a  skilled  buyer  who  recognizes 
and  can  select  flowers  of  the  desired  quality  characteristics.    This  service 
relieves  the  retailer  of  the  necessity  of  personally  visiting  the  wholesale 
market  in  order  to  get  what  he  wants.    In  an  industry  that  largely  depends  on 
sale  by  inspection,  this  could  prove  a  very  beneficial  service  to  the  retail 
trade . 

Wholesalers  attempt  to  establish  and  maintain  long-time  business  relations 
mth  both  growers  and  retailers.    Central  market  wholesalers  are  often  very 
solicitous  of  near-by  grower  interest.    They  assure  such  growers  a  regular  out- 
let and  advise  with  them  on  market  conditions  and  prices  as  a  means  of  assuring 
themselves  a  source  of  supply  and  minimzing  the  likelihood  of  direct  sales  to 
retailers. 


9/  Rada,  op.  cit. 
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Wholesalers  are  equally  solicitous  of  their  retailers.    Generally  speaking, 
they  follow  rigidly  a  policy  of  adhering  to  the  established  grower-^diolesaler- 
retailer  market  channel,  introducing  xdiatever  functional  dealers  (commission  men 
and  jobbers)  may  be  needed  to  facilitate  sales. 

Characteristics  of  the  Present  Market 

Position  of  the  Retail  Florist .-^Although  there  were  fewer  retail  florists 
in  195U  and  1939  and  the  trade  estimates  a  further  decline  between  19^h  and 
1958,  they  continue  to  occupy  a  strong  position  in  the  commercial  florist  trade 
(Table  3).    While  estimates  vary  as  to  the  group's  share  of  the  retail  cut 
flower  business,  it  appears  that  about  85  or  90  per  cent  of  the  dollar  volume 
is  marketed  in  this  manner.    Considerably  less  of  the  physical  volume  of  flow- 
ers is  so  handled, 

"Obligation"  Buying  and  Frequency  of  Consumer  Purchase. —Ret ail  florists 
who  attended  the  marketing  workshop  meeting  in  Washington,  D.  C,  in  1956  esti- 
mated that  more  than  90  per  cent  of  their  sales  are  to  customers  doing  "obliga- 
tion buying."    Such  purchases  are  for  funerals,  weddings,  promotional  gifts,  and 
ceremonial  occasions.    Sales  for  everyday  use  in  the  home  or  office  are  of  sec- 
ondsa^r  importance.    Gartiner  and  Breweri^/  found  that  Rhode  Island  florists* 
sales  in  1955-56  were  57  per  cent  for  funerals,  13  per  cent  for  weddings,  and 
30  per  cent  for  special  occasions  and  everyday  use.    Other  studies  of  the  New 
York  (1951)  and  Michigan  (1952)  markets  show  about  the  same  distribution  of 
sales.    Because  of  their  dependence  on  retail  florists,  growers  become  concerned 
over  two  developments  in  the  use  of  flowers.    The  first  is  the  increasing  fre- 
quency of  the  request,  "Please  omit  flowers,"  as  a  means  of  expressing  sympathy 

10/  Gartiner,  Joseph,  and  J.  E.  Brewer,  The  Rhode  Island  Florist  Business 
(Kiliston:    1956),  6p.    (Rhode  Island  Agricultural  Experiment  Station  Miscel- 
laneous Publication  No.  h9») 
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TABLE  3 

Retail  Florists  and  Retail  Growers,  Sales,  and  Average  Sales 
for  the  United  States  for  Selected  Years 


Year 

Retail  florists 
and  retail 
flower  growers 

Total 
sales 

Average 
sales 

number 

dollars 

195ii 

16,279 

1495,553,000 

30,ljij.8  , 

19ij8 

21,730 

509,729,000 

23,14.57 

1939 

16,055 

lii8,7Ul,000 

9,26U 

1935 

ll,2i<2 

98,718,000 

8,781 

1929 

9,328 

179,201,000 

19,211 

Source:    U.  S.  Bureau  of  the  Census,  Summary  Statistics,  U.  S.  Cen- 
sus. 195ii  (Washington;    Govt.  Print.  Off.;    T^T    Retail  Trade.) 
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or  tribute;  and  the  second  is  the  decline  in  the  use  of  corsages,  tghich  retail- 
ers attribute  to  changes  in  women's  fashions  in  jewelry  and  dresses  that  dis- 
courage the  use  of  the  corsage.  I 

Sherman  and  his  associates^^^  found  that  only  I6.I  per  cent  of  the  people 
included  in  the  Columbus,  Ohio,  consumer  panel  bought  cut  flowers  as  often  as 
five  times  a  year.    The  breakdown  of  the  panel  of  cut  flowers  and  potted  plants 
purchases  follows: 

Frequency  of  purchase 


Cut  flowers 

Potted  plants 

per  cent 

per  cent 

I4.7.3 

39.3 

11.6 

18.3 

16.1 

13. 14 

8.0 

9.8 

10.7 

10.7 

6.3 

8.0 

100.0 

100.0 

One  or  two  times  per  year 
Three  or  four  times  per  year 
Five  or  more  times  per  year 
Special  occasions  only 
Never 
No  answer 

Total 

Published  reports  on  studies  of  the  cut  flower  industry  indicate  very 
little  effort  on  the  part  of  retailers  to  develop  a  regular  trade  with  buyers 
for  home  use.    Trotter^'^  reported  the  successful  experience  of  a  florist  in 
the  Buffalo,  New  York,  area  in  making  weekly  home  deliveries  of  cut  flowers  on 
a  standing-order  basis.    Two  points  were  emphasized:    (l)  prices  ranged  between 
$1.00  and  $3.00  per  delivery,  and  (2)  the  arrangements  were  selected  by  the 
florist  from  seasonal  flowers  available  to  him. 


11/  Sherman,  R.  W.,  D*  C.  Kiplinger,  and  H,  C.  Williams,  Consumer  Preferences 
for  Cut  Roses,  Carnations.  Chrysanthemums  (Wooster;    1956),  p.  6. (Ohio  Agri- 
cultural Experiment  Station  Research  Circ.  No.  31.) 

12/  Trotter,  Warren  K.,  Problems  in  Marketing  Florist  Crops  (Ithaca:  19$$), 
p.  Ti7.    (Cornell  University  Agricultural  Experiment  Station  A.  E.  983.) 
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Since  so  great  a  part  of  cut  flower  sales  are  of  the  "obligation"  type, 
dealers  usually  cannot  depend  on  repeat  sales  at  specified  intervals.  This 
means  that  the  volume  of  daily  business  fluctuates  greatly  so  that  wholesale 
and  retail  dealers  find  it  difficult  to  adjust  the  purchase  of  perishable 
flowers  to  demand.    Under  the  prevailing  conditions,  inventories  are  kept  to 
a  minimum  consistent  with  the  operating  experiences  of  each  dealer,    A  poor 
decision  on  purchases  and  sales  results  in  either  heavy  inventory  losses  or 
losses  in  sales.    This  factor  alone  causes  dealers  to  stay  fairly  close  to 
the  more  staple  items  that  have  a  normal  shelf  life  of  several  days  and  to 
deal  sparingly  in  the  more  highly  perishable  flowers,  particularly  the  exotic 
and  more  expensive  varieties. 

This  irregularity  of  demand  introduces  a  risk  factor  in  cut  flower  mar- 
keting that  is  conducive  to  a  heavy  reliance  on: 

1,  Obligation- type  buying,  which  gives  some  stability  to  total 
sales  (but  not  daily  sales)  because  they  can  be  related 
directly  to  funerals  and  weddings. 

2.  Maintenance  of  an  established  price  structure  within  and 
among  markets.    This  facilitates  telegraph  orders  and  tends 
to  equalize  the  amount  and  quality  of  services  sold  with 
flowers  by  dealers. 

The  widespread  acceptance  of  and  reliance  on  the  "obligation -buying"  type 
market  tends  to  circumscribe  the  activities  of  many  retailers.    However,  this 
type  of  business  gives  relative  stability  to  the  total  flower  sales.  Further- 
more, it  is  a  heavy  user  of  skilled  labor,  a  fact  that  appeals  to  artisans  such 
as  those  in  the  retail  flower  trade.    For  many  small-  and  medium-sized  retailer 
florists,  the  present  methods  of  business  afford  a  maximum  assurance  of  a  live- 
lihood for  the  operator  and  his  family.    It  appears,  therefore,  that  many  of  the 
established  retail  florists  will  resist  changes  in  selling  methods.    In  fact, 
such  resistance  already  has  been  manifested  in  the  internal  struggle  for  con- 
trol between  the  proponents  and  opponents  of  a  change  to  mass  selling  now  going 
on  within  the  national  trade  associations. 
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Inelastic  Demand  and  Static  Per-Capita  Consumption. — In  most  of  the  trade 
discussion  of  the  economic  situation  in  the  cut  flower  industry,  there  is  an 
implicit  assumption  that  the  demand  for  flowers  is  inelastic  or,  in  other  words, 
the  sale  of  flowers  is  not  affected  greatly  by  changes  in  retail  prices.  The 
assuii5)tion  is  probably  valid  for  flowers  sold  through  retail  florist  shops,  al- 
though the  statistical  proof  is  weak  indeed.    The  fundamental  weakness  of  all 
the  published  material  on  demand  elasticity  for  flowers  and  potted  plants  is 
the  complete  absence  of  good  statistics  on  the  quantities  and  grades  of  differ- 
ent kinds  of  flowers  and  plants  sold  at  various  prices.    For  all  practical  pur- 
poses, the  analyses  of  total  consumer  expenditures  for  floricultural  products 
are  nothing  more  than  comparisons  of  the  total  gross  revenue  from  sales.  They 
do  not  measure  demand.  ' 

The  strongest  support  for  the  assumption  of  price  inelasticity  rests  on 
the  various  estimates  that  (l)  8^  to  90  per  cent  of  the  florists'  trade  is  for 
funerals,  weddings,  and  other  ceremonial  occasions,  (2)  there  is  a  fairly  cus- 
tomary buying  pattern  for  such  occasions,  and  (3)  purchasers  of  flowers  for 
such  purposes  seem  to  give  a  minimum  amount  of  attention  to  price. 

Although  Rada's^^  report  was  based  on  an  analysis  of  the  southern  Cali- 
fornia flower  market,  his  remarks  with  respect  to  sales  in  relation  to  incme 
appear  to  be  applicable  to  most  flower  markets  that  have  been  studied.  They 
follow:  I 

"Florists'  sales  in  the  seven  leading  southern  California 
counties  have  paralleled  the  increases  in  personal  income  and 
population  since  19^0,    One  would  expect  a  stronger,  more  posi- 
tive, relationship  between  income,  population,  and  floral  sales, 
however.    An  increase  in  either  population  or  personal  income 
should  increase  total  sales.    When  both  are  rising,  total 
florists'  sales  should  rise  relatively  faster  than  either  popu- 
lation or  income.    Such  a  gain  in  sales  did  not  occur  between 
1950  and  1956  in  spite  of  unprecedented  prosperity  in  southern 
California  and  a  steady  increase  in  the  general  price  level. 

13/  Rada,  op.  cit.,  p.  37. 
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"Per  capita  florists'  sales  increased  from  $2.^1  in  1950  to 
$2.80  in  1956,    When  related  to  per  capita  income,  we  find  that 
a  31  per  cent  gain  in  per  capita  income  between  1950  and  1956 
was  accon^janied  by  only  an  11  per  cent  increase  in  florists' 
sales.    (The  response  was  much  stronger,  but  still  inelastic  be- 
tween 1955  and  1956.)    This  is  a  low  consumption  response  for  a 
commodity  that  is  as  universally  accepted  as  flowers.    If  price 
changes  are  allowed  for,  per  capita  expenditure  on  flowers  has 
actually  declined  since  1950.  .  . 

There  is,  however,  no  reason  to  assume  that  a  similar  demand  inelasticity 
carries  over  to  sales  of  flowers  through  other  than  retail  florists'  outlets. 
On  the  other  hand,  there  is  no  adequate  statistical  evidence  to  support  a  case 
for  price  or  income  elasticity  for  flowers  sold  through  mass  market  outlets  or 
retail  stands.    Obviously,  many  growers  and  distributors  are  operating  on  the 
assumption  that  demand  is  elastic  and  present  markets  can  be  expanded  and  new 
ones  developed. 

The  Depressing  Effect  of  Over shipments. —Under  present  conditions,  the  de- 
pressing effects  of  overshipraents  by  growers  are  sometimes  very  damaging.  This 
over supply  situation  has  been  brought  forcefully  to  the  attention  of  Hawaiian 
vanda  orchid  growers  TiJho,  on  a  few  occasions  in  recent  years,  have  failed  to 
get  an^  returns  from  orchids  sold  on  consignment  because  the  soiling  prices  to 
wholesalers  or  retailers  covered  no  more  than  the  packing,  shipping,  and  sell- 
ing charges. 

Stock  growers  in  southern  California  have  had  their  market  completely  up- 
set by  a  sudden  and  abnormal  rise  in  temperature,  \diich  caused  too  many  of  the 
plants  to  flower  at  one  time,  thereby  forcing  all  growers  to  offer  their  flow- 
ers for  sale  within  a  short  period.    Similar  examples  are  available  in  other 
flower-producing  areas  to  illustrate  the  impact  of  an  oversupply  on  grower 
prices.  '      ^  ! 
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Can  a  Change  in  Marketing  Methods  Expand  Consvunption? 


Would  Market  Information  Help?— Part  of  the  problem  of  oversupply  concerns 
occasional  market  gluts.    With  hundreds  of  growers  making  independent  decisions 
on  when  and  i^ere  to  diip  on  the  basis  of  inadequate  market  information,  it  is 
inevitable  that  some  markets  should  at  times  receive  an  oversupply,  particularly 
during  seasonal  peaks  of  production. 

Better  market  information  would  help  growers  adjust  their  shipments  more 
closely  to  market  requirements.    But  adequate  market  information  wuld  require 
some  system  of  reporting  plantings,  harvestings,  shipments,  irdiolesale  market 
supplies,  and  prices;  and  much  of  this  may  not  be  feasible  because  of  the  lack 
of  uniform  grades  and  the  cost  of  collecting  and  disseminating  such  data  for  a 
small  and  scattered  industry.    If  adequate  marketing  information  were  available 
and  used  by  growers  to  regulate  the  flow  of  products  to  market,  it  is  possible 
that  growers'  returns  could  be  increased  on  the  present  total  supplies  without 
doing  anything  to  expand  total  flower  consumption.    The  fundamental  problem  of 
the  cut  flower  industry,  which  is  to  find  a  satisfactory  market  for  an  increas- 
ing output  of  flowers  from  the  present  or  even  less  acreage  than  is  now  used  at 
prices  that  will  cover  costs  and  profits,  would  remain  unsolved. 

Proposals  for  Expanding  Markets.— That  growers  recognize  the  problem  has 
been  manifested  at  their  meetings,  lAiere  the  predominant  opinion  is  that  the 
way  to  improve  the  grower's  position  is  to  develop  new  markets  and  not  to  re- 
strict production,  I 

Several  writers  have  discussed  ways  to  expand  the  market  for  flowers. 


chandising  practices  of  retail  florists,  (2)  expanding  promotional  programs. 


under  three  headings:    (l)  improving  raer- 


lli/  Trotter,  op.  cit,,  p.  Ul» 
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and  (3)  developing  sales  in  mass  market  outlets  such  as  grocery  supermarkets 
and  variety  and  department  stores. 

The  proposal  to  improve  merchandising  practices  of  retail  florists  has 
met  vdth  little  positive  response.    This  unresponsiveness  might  be  attributed 
to  several  factors,  among  which  would  be  the  prevailing  attitude  of  the  more 
successful  retailers  to  "let  well  enough  alone"  and  the  unwillingness  of  the 
less  successful  to  risk  a  loss  of  income  that  might  occur  should  the  added  cost 
of  any  new  promotional  effort  prove  unsuccessful.    In  addition,  retailers  are 
extremely  reluctant  to  undertake  esqieriraents  recommended  by  research  workers 
without  more  tangible  evidence  that  such  experiments  have  a  reasonable  chance 
of  turning  out  favorably.    This  is  particularly  true  with  retail  florists  who 
have  learned  through  experience  to  balance  their  inputs  and  outputs  to  a  prof- 
itable operation.    Such  balancing  entails  a  rather  thorough  understanding  of 
possible  customer  reactions  to  various  selling  practices.    Without  some  convinc- 
ing evidence  from  researchers  to  justify  a  reorientation  of  operating  practices, 
any  cursors'-  findings  fall  on  deaf  ears.    Available  research  findings  based  on 
very  scanty  observations  fail  to  show  that  the  methods  proposed — special  sales, 
fewer  services  and  lower  prices,  or  better  displays — have  improved  net  returns 
to  growers  or  retailers.  I 

Would  Promotional  Programs  Help?— Generally  speaking,  research  workers 
have  not  fallen  in  idth  the  prevailing  notion  that  what  the  industry  needs  most 
is  an  expanded  promotional  program.    There  is  certainly  no  agreement  among  re- 
tail florist    firms  noxj  advertising  in  various  ways  that  their  promotional  poli- 
cies are  yielding  returns  commensurate  viith  the  costs.    Trotter^^  did  an  ex- 
cellent job  of  summarizing  the  attitudes  of  retail  florists  about  their  experiences 
with  advertising. 
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While  there  is  no  way  of  measuring  the  effectiveness  of  various  promo- 
tional media  or  the  total  effect  of  all  media  on  flower  sales  and  net  returns j 
it  is  evident  that  sales  promotion  activities  in  the  floricultural  industry- 
are  relatively  poorly  financed.    This  is  not  surprising,  considering  the  wide 
range  of  florist  crops,  the  geographical  distribution  of  growers,  and  the  small 
operating  capital  in  most  such  firms. 

One  of  the  more  imaginative  plans  to  develop  a  market  for  flowers  through 

16/ 

youth  education  is  described  by  Gatty.— His  general  thesis  is  that  people 
do  not  use  more  flowers  in  the  home  because  they  know  very  little  about  the  use 
and  care  of  flowers  or  they  have  no  particular  desire  for  them.    These  factors 
limit  all  florist  sales,  according  to  Gatty,  but  the  limiting  factors  might  be 
considerably  reduced  by  consumer  education.    The  corrective  measure  would  be  to 
introduce  flotirer-appreciation  projects  into  the  school  curriculum  as  a  supple- 
ment to  the  work  in  artistic  design  and  home  crafts.    Such  a  program  would  be 
comparable  to  the  activities  of  the  American  Dairy  Council  in  using  the  schools 
as  a  vehicle  for  teaching  proper  nutrition  and  the  place  of  dairy  products  in 
the  diet.    The  inseparability  of  milk  and  health  in  the  minds  of  most  people  in 
the  United  States  can  be  associated  with  the  intensive  educational  program  fos- 
tered by  the  industry  during  the  past  3$  years.  I 

Prospects  for  Mass  Merchandising  of  Floral  Products. --Grower  groups  who 
advocate  the  development  of  new  markets  have  usually  taken  the  position  that 
there  are  two  types  of  markets,  the  "obligation"  buyers  and  the  home-use  buyers, 
the  latter  constituting  a  potential  source  of  demand  that  has  scarcely  been 
tapped.    They  believe  that  the  home  user  market  is  an  entirely  different  type 

16/  Gatty,  Ronald,  A  Market  Development  Program  for  Flowers  Through  Youth 
Education  (Ithaca:  1957))  13p.  (Cornell  University  Agricultural  Experiment 
Station   A.  E.  1083.) 
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of  market  for  flowers  and  that  sales  by  mass  merchandising  through  established 
retail  food  and  variety  outlets  to  home  users  would  not  detract  from  the  busi- 
ness of  established  retailers  catering  to  the  "obligation"  buyers. 

Efforts  thus  far  made  to  sell  cut  flowers  and  potted  plants  in  mass  market 
outlets  have  met  with  varying  success.    Substantial  progress  has  been  made  by 
growers  in  placing  flowers  in  grocery  supermarkets  and  variety  stores.    But  the 
fact  that  a  product  is  being  sold  by  a  mass  market  outlet  does  not  mean  that 
the  product  is  being  mass  marketed.    Occasional  sales  of  cut  flowers  through 
supermarkets  when  there  is  a  seasonal  surplus  do  not  offer  the  type  of  market 
expansion  growers  hope  for.  I 

A  few  trials  of  true  mass  merchandising  of  floral  products  are,  however, 
currently  in  progress.    These  have  been  undertaken  by  a  few  of  the  larger  food 
and  variety  chains,  vAiich  have  taken  the  initial  steps  to  establish  their  am. 
buying  setup  and  to  perform  their  own  assembly  functions  in  order  to  offer  con- 
sumers a  regular  source  of  supply  of  a  wide  assortment  of  flovrers  with  a  minimun 
of  service.  I 

On  the  other  hand,  some  of  the  retail  food  chains  that  have  explored  the 
feasibility  of  handling  florist  items  have  decided  against  introducing  them, 
primarily  because  they  failed  to  see  a  solution  to  the  supply  problems.  Until 
flower  growers  adopt  a  policy  of  selling  through  mass  market  outlets  during  all 
seasons  of  the  year,  even  though  there  may  be  a  price  disadvantage  on  occasions, 
they  will  fail  to  meet  one  of  the  basic  requirements  of  mass  merchandising. 

Since  a  great  deal  of  attention  has  been  given  to  the  possible  advantages 
of  mass  merchandising  of  flowers,  an  examination  of  the  known  basic  require- 
ments for  mass  merchandising  seems  appropriate,  .        '  ' 
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Requirements  for  Mass  Merchandising  j 

The  object  of  mass  merchandising  from  a  business  standpoint  is  to  increase 
sales  volume  as  a  means  of  keeping  unit  costs  at  the  lowest  feasible  level  con- 
sistent with  over-all  operating  efficiency.    Many  industries  have  found  it  nec- 
essary to  promote  sales  in  order  to  keep  average  unit  costs  within  a  competitive 
range.    The  need  for  volume  sales  increases  as  new  technologies  raise  the  fixed 
capital  requirements  for  processing  and  distributing  firms  and  when  higher  labor 
rates,  social  security,  property,  and  business  taxes  must  be  offset  by  higher 
output  as  a  means  of  reducing  or  maintaining  costs.    Furthermore,  high-volume 
sales  are  needed  to  carry  the  cost  of  city-wide,  regional,  or  national  promo- 
tional activities.  I 

Conversely,  high-volume  production  can  be  maintained  only  when  markets  are 
ample  to  absorb  the  production  capacity  of  an  efficient  firm. 

The  experiences  of  many  processing  and  distributing  firms  disclose  certain 
prerequisites  to  mass  merchandising.  The  more  important  of  these  firms  require 
that  the  product:  ,^ 

1.  Be  available  in  adequate  quantities  at  all  times. 

2.  Have  uniform  characteristics.  I 

3.  Be  used  regularly  and  Induce  replacement  or  repeat  purchase 
by  the  user. 

k.    Be  convenient  to  display  and  easy  to  handle.  j 

5.    Be  priced  to  appeal  to  a  large  number  of  people  geographically 
concentrated  to  make  feasible  the  development  and  use  of  the 
type  of  marketing  facilities  required  to  handle  the  product 
in  large  quantities. 

Availability. —There  appears  to  be  no  question  as  to  the  availability  of 

some  flowers  throughout  the  year  in  present  retail  florist  shops.    On  the  other 

hand,  it  is  possible  to  have  a  shortage  of  some  kinds  of  flowers.    Since  there 

is  a  high  degree  of  sub sti tut ability  among  flowers,  the  problem  does  not  appear 
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serious  to  florists.    Such  staples  as  carnations,  gladioluses,  and  roses  can 
be  found  in  most  small-  and  medium-sized  shops  throughout  the  year.    When  the 
supplies  of  the  three  staple  items  are  supplemented  mth  seasonal  flowers  and 
greens,  there  appears  to  be  an  adequate  total  supply  of  cut  flowers  and  a  suf- 
ficient variety  to  meet  the  requirements  of  the  existing  market.    If  the  home 
use  of  flowers  expands,  there  would  be  an  excellent  opportunity  to  get  a  fuller 
use  of  existing  production  and  distribution  facilities  and  afford  some  oppor- 
tunity for  expansion  beyond  that  anticipated  from  a  population  increase.  ' 

The  industry,  however,  has  not  geared  its  operations  to  mass  marketing  or 
to  supplying  this  type  of  outlet  with  flowers  on  a  regular  basis.    The  total 
supply  of  florists'  products  regularly  available  for  market  and  the  facilities 
for  assembly  and  distribution  to  mass  market  outlets  (such  as  retail  food  super- 
markets   and  variety  and  department  stores)  are  considered  inadequate  by  large 
retail  buyers.    The  apparent  unwillingness  of  growers  to  commit  themselves  to 
supplying  mass  market  outlets  Tjhen  the  prices  they  offer  are  temporarily  less 
favorable  than  those  offered  by  regular  wholesalers  or  retail  florists  is  a  re- 
strictive element  to  this  type  of  selling.    There  is  good  reason  for  assuming 
that  flower  supplies  would  be  temporarily  inadequate  should  large  retail  chains 
decide  actively  to  promote  flowers.    However,  industry  leaders  claim  the  indus- 
try can  expand  production  rapidly,  provided  market  conditions  would  justify 

such  an  expansion.  I 

The  problem  of  maintaining  adequate  supplies  with  a  minimum  of  cost  and 
effort  is  especially  important  to  large  retail  food  chains.    This  was  brought 
out  clearly  in  developing  the  National  Association  of  Food  Chains'  program  to 
assist  the  lemon  industry  in  prcsnoting  the  sale  of  fresh  lemons.    In  its  an- 
nouncement of  May  2U,  19^6,  the  Association  reported  to  its  members  that  the 
growers'  association  (Pure  Gold)  had  taken  steps  to  insure  sufficient  movement 
of  fruit  through  promotional  periods— this  in  an  industry  in  general  geared  to 
the  requirements  of  mass  merchandising. 
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It  is  apparent  that  floricultural  growers  must  likewise  assume  a  major 
responsibility  for  meeting  the  supply  requirements  of  large  buyers  if  they  are 
to  keep  the  interest  of  these  buyers,  viio  already  have  a  wide  range  of  prod- 
ucts to  sell  to  consumers.  I 

Uniformity.  —"Product  uniformity  is  a  physical  possibility  in  the  cut 
flower  trade,  and  it  is  finding  wider  acceptance  as  a  basis  for  buying  and 
selling  such  staple  items  as  carnations,  chrysanthemums,  gladioluses,  and 
roses  at  both  grower-wholesaler  and  idTOlesaler-retailer  trade  levels.    It  is 
apparent,  however,  that  specification  buying  has  not  yet  made  a  serious  dent 
in  the  practice  of  buying  on  the  basis  of  inspection.    Because  of  the  rate  of 
perishability  of  some  flowers  and  greens,  purchase  by  inspection  is  likely  to 
continue,  carrying  with  it  the  complementary  practice  of  consignment  selling. 
Carnations,  chrysanthemums,  gladioluses,  roses,  and  other  flowers  can  be  and 
are  being  graded  and  handled  in  a  way  to  decrease  the  rate  of  deterioration 
and  allow  fairly  ample  shipping  time  anddtelf  life  in  the  hands  of  retailers 
and  consumers.    This  ^ould  encourage  a  further  expansion  of  specification 
buying.    Any  widespread  adoption  of  uniform  grades  might  stimulate  a  further 
shifting  from  established  marketing  methods  and  channels,  particularly  at  the 
T^olesale  level. 

Industry  interest  in  uniform  standards  and  grades  has  lagged.   Where  such 
an  interest  has  developed,  the  underlying  thinking  seems  to  have  been  geared 
to  controlling  marketings  rather  than  stimulating  trade.    This  is  a  typical 
reaction  for  many  agricultural  commodity  groups.    Generally  speaking,  floral 
wholesalers  and  retailers  seem  to  fear  changes  in  marketing  practices,  and 
many  industry  people  regard  uniform  grading  standards  as  an  unnecessary  inno- 
vation.   As  a  means  of  stimulating  interest  in  and  developing  plans  to  study 
•Uie  problem,  a  special  conference  on  developing  and  establishing  uniform  grad- 
ing standards  of  floricultural  crops  was  held  in  Washington,  D.  C,  in  1955. 
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Representatives  of  the  American  Society  for  Horticultural  Science  and  the 
Society  of  American  Florists  participated.    Only  nominal  progress  has  been 
made  since  the  meeting  was  held.  j 

Whether  mandatory  uniform  grading  of  cut  flowers  and  related  products 
would  provide  an  entirely  satisfactory  basis  for  specificaticxi  buying  and  sell- 
ing is  problematical.    There  is  a  good  deal  of  evidence  to  show  that  federal- 
state  shipping  point  inspecti(»i  certificates  are  no  longer  acceptable  to  many 
large  buyers  as  the  final  basis  of  purchase  of  fruits  and  vegetables.  Because 
quality  deterioration  between  a  shipping  and  delivery  point  may  lower  the  grade 
and  value  of  the  product,  buyers  are  frequently  aslcing  for  a  reinspection  of 
the  shipment  before  settlement.    This  means  that  the  condition  of  the  products 
on  arrival  will  determine  lAiether  the  buyers  will  consummate  the  purchase. 
Many  factors  contribute  to  the  declining  importance  of  shipping  point  grades 
as  a  trading  basis.    One  of  the  most  significant  is  the  higher  unit  cost  of 
the  products  on  arrival,  isiiich  forces  large  buyers  to  examine  their  purchases 
carefully  as  a  means  of  reducing  losses  from  shrinkage,  shipping  and  handling 
damage,  and  spoilage.    The  foregoing  conditions  in  the  fresh  fruit  and  vege- 
table trade  would  indicate  that  growers  and  shippers  most  interested  in  devel- 
oping and  establishing  mandatory  standards  and  grades  should  recognize  that 
uniform  grades  are  a  facilitating  device  for  traders.    The  grades  do  not  guar- 
antee that  the  product  quality  will  be  maintained  en  route  to  the  consumer. 

With  many  agricultural  products,  the  pressure  of  retailers  for  better 
quality  merchandise  and  the  conqietition  among  growers,  processors,  wholesalers, 
and  retailers  to  cater  the  consumer's  quality  preferences    have  forced  some 
major  improvements  in  product  quality.  j 

Various  changes  in  handling  practices  have  occurred  that  should  reduce 
losses  from  quality  deterioration  between  the  shipping  point  and  the  consumer. 
All  of  these  changes— prepackaging,  improved  handling  techniques,  and  moisture 
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and  temperature  controls— were  made  on  the  premise  that  an  identifiable  quality- 
established  at  a  shipping  point  could  be  maintained  through  the  marketing  chan- 
nels.   In  many  instances  this  has  not  proved  true.    Consequently,  some  of  the 
large  retail  food  organizations  have  been  purchasing  fruits  and  vegetables  in 
bulk  containers  and  doing  the  sorting,  grading,  and  consumer  packaging  opera- 
tions in  their  own  distribution  centers.    The  net  effect  is  to  shift  the  final 
quality  determination  nearer  to  consumers,  thereby  minimizing  the  time  between 
final  grading  and  sale  to  consumers.    In  view  of  the  shifts  toward  bulk  han- 
dling for  many  agricultural  products,  the  cut  flower  industry  could  well  afford 
to    assess  the  economic  aspects  of  shipping-point  grading  at  the  same  time  the 
physical  and  biological  asfpects  of  the  problem  are  being  studied. 

Consumer  reliance  on  product  uniformity  is  strengthened  by  guarantees  of 
" satisfaction  or  your  money  back"  policies  adopted  by  many  retailers  and  manu- 
facturers.   Such  guarantees  by  retailers,  in  particular,  are  promotional  de- 
vices used  to  associate  quality  with  the  retailer  rather  than  the  processor  or 
manufacturer.    Likewise,  quality  guarantees  are  an  effective  nonprice  compe- 
titive weapon.  ' 

Regularity  of  Use >— Mass  merchandising  depends  on  repetitive  buying  by 
consumers.    Regularity  of  purchase  and  use  enables  groirrers,  processors,  and 
distributors  to  adjust  their  operations  to  market  requirements.    A  better  use 
of  space,  facilities,  working  coital,  and  labor  is  possible  when  managers  can 
anticipate  and  plan  for  a  fairly  steady  volume  of  business  activity.  Further- 
more, a  more  or  less  continuing  flow  of  products  or  work  permits  businesses  to 
operate  with  lower  margins,  thereby  exercising  a  competitively  restraining 
effect  on  prices. 

Observations  of  consumers'  habits  in  floral  purchases  under  the  present 
marketing  system  throw  little  light  on  what  to  expect  if  floral  products  were 
mass  marketed?  and  no  studies  as  yet  have  been  made  on  consumer  buying  habits 
in  the  limited  masa- merchandising  efforts  that  have  been  made  thus  far. 
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Convenience . —Competiti on  among  products  for  display,  shelf,  and  storage 
space  in  retail  food  and  variety  stores  is  a  major  hurdle  to  the  introduction 
of  a  new  line  of  merchandise.    Wholesalers  of  conpeting  lines  and  noncorapeting 
lines  encounter  stiff  sales  resistance  from  retailers  unless  they  can  show  that 
the  new  product  will  (1)  be  convenient  to  handle  in  the  retail  store,  (2)  re- 
quire a  minimum  number  of  changes  in  facilities  and  work  methods,  (3)  be  avail- 
able at  conveniently  located  wholesale  houses  at  all  times,  and  (U)  have  poten- 
tial turnover  and  margin  rates  that  will  improve  the  retailers'  net  returns. 

When  one  considers  the  many  thousands  of  food  and  variety  items  competing 
for  shelf  space  in  retail  markets,  there  is  little  wonder  that  retailers  re- 
peatedly ask,  "Is  it  profitable  for  me  to  take  on  a  new  product  idien  it  will 
mean  dropping  another?"  and  "Is  the  gross  margin  sufficient  to  justify  the 
change?"    Retailers  are  accustomed  to  surveying  their  alternatives  and  to  se- 
lecting the  kinds  and  qualities  of  merchandise  they  wish  to  sell. 

In  order  to  break  down  the  sales  resistance  of  retailers  to  new  lines, 
special  inducements  are  frequently  necessary.    For  such  staple  lines  as  fresh 
milk,  butter,  and  ice  cream,  the  proprietary  brand  distributors  are  forced  to 
provide  freezers,  give  price  rebates  or  discounts,  and  arrange  and  pay  for  spe- 
cial promotion  displays  in  and  outside  the  retail  stores.    Bakeries  give  spe- 
cial concessions  in  order  to  get  retailers  to  handle  their  branded  products, 
the  most  common  being  to  pick  up  any  unsold  bread  or  pastries.    The  effect  of 
this  is  to  permit  the  baker  to  display  his  products  in  the  retail  store  and  to 
do  vdiatever  promoting  is  needed.    If  the  product  sells,  the  retailer  gets  his 
margin J  if  it  does  not  sell,  he  has  donated  display  and  shelf  space  which  he 
could  have  used  for  market-tested  merchandise.  ^ 

Consumers  often  vant  different  product  specifications  than  the  retailers 
would  like  to  offer.  The  degree  to  which  consumer  id-shes  prevail  depends  en- 
tirely on  their  alternatives.    Modern  merchandising  seemingly  has  catered  to 


^srit  worlT  /ISO  Y9it+  ceoXnu  atpliSvJ^s'x '  pioiI  soneJaxaoi  ealsc  Hiie  'igixuioane  BEniX 
-oT  (5;  ,e;to>e  lis  jet  e>rtj  ni  sXbn'&rf  oj  insinsvijoo  j-d"  (X)  'X/.N-        -j^r  -'•-■^n'siit 

-ns>+ocT  Bvsri  (a)  bfts  ^sar.if  XXb       at>QiJorf  «?XB?.ei''vih-i  baiaotiL  YX^ndinevnoo  d-B  eX'ii' 

■  .•  •  .'        •        '     "         ■  "  jii  •  .  -it 

-SI  eia-LLs^s'i  v+r-riJ  lebAto*.';  sLiyilL  el  tsd'5?i'.!3m  Xxcvtst  xiX  eofiqa  IXorfe  tC: 

XExirf  ix  riOi%  douftc'sq  wsn  ;  no  9>i£^  0.+  -  :  Jil  sXc'sd'.f'i-O'xq  i'x      ■'■  ,"?sb  YXbe^soc 
^r^^  Y'^.xia.at  oi  inel oillire  nigism  aaoiy  stt^  ef  "  brts-  "T-xeriiotie  ^qqc^ib  ii^o/n 
-9P  0-*  hits  aevivts.'irud'lB  xtsd-  snxYiwu/B       bonoiEt'oos  s'ls  aieiis'eH  "teynarb 
»XXs8       ciBh-j  \'j»At  eBJ±>mdoim.  to  i:^s:iiLsiUp  bm  ebobf  edj-  gniloeX 
,sai;ij;  wen      e.'xeXiaJ'fii  'io  eonftvtaissa  E'sX'ia  Qiii  msob  tin^tt  oi  lebm  hi 

bso'iol        e'loJ-i/cfxiicxb  basid  Ytstsliqo-iq  erf^  tRi89i..>  iv^.  ,.uv  ^/  /.u:. 

-eqa  101  y^sq  bm  egasitip,  bns  ^e-tfojoosib  n-:-  as&cdB"  eai'iq  svig  tBTtsseo-i'l  sbivoi'v 

''c-  ^ao'ilo  &ff.T    ♦aox-xiasq  no  fajseTc-j  bXoanti  '-^ns  qi'  ■'•(oXq  oi  gniscf  r30fTCno&  ieora  srU 
oi  bos  emia  XisiPt  srtt  -;.'r  ^&ovf  n'tc'  nxd  vsXqstt-  c,t  iml^-'i  ""-rfi  .t  f  s^^.^rr  c.!  j^X  l^-'i 
ahi  8J  j,i  •iiili&io'i  edi  tfiX.Lo&  ^:;.ui/Oiq  f'rij  "il    .bsbesn  ex  ai:i.io.';:c>iq  aaY&joiHv  cl- 
aii  rfoxrfw  tosqe  tCoife  bng  YsXqaXb  beismb  eerf  ari  ^XXcs  *on  eodb  <fX   1  (nisiSui- 

.oeibiiPffD  rpr  i>e:'i9^-^o>i'i.:~:  icl;  .'■•opn  ■^vs.'^  f)ri''.'»" 
a'it.rxs.yo  i  3fi.7  fiftfiT  eftoXd-sox'ixorjqa  .>C!A*bo  iq  J;ieT©llXb  >taav  asJ-'io  c-iei.!X»&ac>U 
-as  scfxsqeb  Xlsveiq  eerfsXw  'lei^tfefioo  rfoiriw  o<<-  eai^eib  exlT    .'xello  o.t  esliX  bXtct^ 


31. 


consumer  convenience  in  developing  the  supermarket  mth  its  wide  assortment  of 
items  that  permit  "one  stop"  shopping.    A  modification  of  the  supermarket  idea 
is  the  shopping  center  or  cluster  of  specialty  stores  within  a  short  distance 
of  one  another.  ' 

A  further  move  to  serve  the  consumer  has  been  the  search  for  the  most  de- 
sirable packages,  colors,  trimming,  precooking,  and  other  measurable  physical 
characteristics  that  affect  consumer  choice.    This  phase  of  merchandising  is 
one  of  the  most  competitive  aspects  of  retailing,  and  it  is  likewise  one  im- 
portant area  in  which  consumer  services  exert  an  upward  pressure  on  marketing 
costs.  ' 

Prepackaging  of  flowers  for  sale  to  retail  stores  and  consumers  is  in  an 
experimental  stage.    From  the  standpoint  of  the  retailer,  prepackaging  by  the 
grower  for  consumer  sale  could  have  distinct  advantages  in  handling.  However, 
the  consumer  would  not  be  able  to  inspect  the  contents  of  the  package.  Whether 
consumers  would  accept  prepackaged  flowers  on  large  scale  remains  to  be  seen. 

Price  Appeal.— In  an  effort  to  tap  every  income  level,  American  industry 
has  manufactured  products  for  sale  at  various  price  levels  and  with  varying 
quality  characteristics.    Excellent  exan^jles  of  such  product  price-quality 
differentiation  can  be  found  in  the  food,  clothing,  housing,  automobile,  and 
electrical  appliance  industries.    Frequently,  the  basic  reason  for  the  price 
difference  is  styling)  on  other  occasions  it  is  due  to  inherent  structural 
differences  viiich  affect  production  costs.    In  one  way  or  another,  the  objec- 
tive is  to  broaden  the  market  base  as  a  means  of  increasing  sales  volume  and 
utilizing  more  fully  the  production  facilities  of  the  concerns  involved.  In 
some  instances  there  may  be  no  difference  in  the  physical  structure  of  the 
products  lliat  are  sold  at  different  prices.    Yet,  the  sellers  have  successfully 
devised  promotional  methods  that  Bet  poroducts  apart  from  one  another  in  the 
minds  of  the  users  even  though  the  products  are  identical  in  every  respect 
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except  the  brand  name.    A  complete  analysis  of  this  type  of  selling  for  the 

cut  flower  industry  would  need  to  be  tied  in  with  the  xAole  concept  of  the 

economics  of  overhead  costs  or  cost-revenue  relationships.    Such  an  analysis 

is  not  within  the  scope  of  this  report.  ' 

The  extent  to  lAiich  cut  flower  sales  would  be  increased  by  placing  more 

emphasis  on  price  and  less  on  service  is  not  known.    However,  Oppenfeld  and 
17/ 

his  associates-^'  learned  that  consumers  in  Grand  Rapids,  Michigan,  did  re- 
spond to  lower  prices  and  fewer  sejrvices.    The  Michigan  researchers  concluded 
that:    "Customer  approval  of  reduction  of  services,  i.e.,  the  cash  and  carry 
sale  of  unarranged  flowers,  was  shown  by  their  purchases  and  comments.  The 
lowering  of  standards  for  suitable  merchandise,  i.e.,  short-stem  flowers  and 
smaller  plants,  also  clearly  met  customer  approval.    These  conditions  are 
necessary  if  flower  prices  are  to  be  reduced  to  a  level  that  will  create  im- 
pulse buying."   While  no  comparable  studies  have  been  made  in  the  San  Francisco 
market,  the  sale  of  short-stem  flowers  from  street  stands  and  small  sidewalk 
shops  at  prices  below  those  of  established  florists  is  claimed  to  be  an  impor- 
tant factor  in  maintaining  higher  than  average  level  of  retail  sales  for  the 
city.^^    It  would  appear,  therefore,  that  the  average  man  or  woman  is  far  less 
concerned  with  the  finer  points  of  a  perfect  flower  than  are  florists  and  plant 
breeders.    Perhaps  the  industry  might  find  it  worth  xdiile  to  learn  whether 
flowers  produced  for  "show"  purposes  best  meet  the  needs  of  the  household  user. 

17/  Oppenfeld,  Horst  Von,  John  F.  Schwartz,  and  Paul  R.  Krone,  Merchandis- 
ing in  Retail  Florist  Shops  (East  Lansing:    1957),  p.  9.    (Michigan  Agricul- 
tural  Experiment  Station  Special  Bui.  I4I2.) 

I 

18/  Goeppner,  Edward,  How  Can  I  Use  More  Hawaiian  Flowers  in  Our  Retail 
Business?( Honolulu;    1951),  p.  81.    (University  of  Hawaii,  First  Floral  Clinic 
Proceedings.) 
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The  experiences  of  a  few  produce  dealers  in  selling  flowers,  foliages, 
and  potted  plants  are  enlightening.    Some  dealers  have  found  customers  very- 
reluctant  to  pay  more  than  a  dollar  for  any  one  purchase  of  flowers  or  plants 
sold  at  a  produce  counter.    On  the  other  hand,  Preble's  Produce,  Pasadena, 
California,  began  selling  these  items  along  with  fresh  produce  a  few  years 
ago,  but  consumer  demand  caused  them  to  add  a  number  of  special  preparation 
services  for  ^ich  the  firm  makes  a  special  charge  to  the  customers  who  want 
them.    Preble's  service-type  flower  operation  is  estimated  to  account  for 
about  60  per  cent  of  the  dollar  sales  but  only  2^  to  30  per  cent  of  the  volume 
in  the  flower  department.  ' 

The  fact  that  most  retail  florists  who  started  their  flower  businesses  on 
a  nonservice-type  basis  have  shifted  to  a  service-type  operation  should  cause 
any  active  proponent  of  mass  merchandising  of  flowers  to  pause.    The  reason 
for  such  a  change  in  business  policy  could  lie  in  (l)  the  desire  of  retailers 
to  use  their  available  labor  and  facilities  more  fully,  which  would  be  possible 
if  they  obtained  a  share  of  the  service-type  business  associated  with  weddings 
and  funerals,  (2)  the  pressure  of  customers  and  potential  customers  for  serv- 
ices in  arranging  or  packaging  flowers  or  plants  for  special  occasions,  or 
(3)  a  combination  of  the  two  factors. 

In  any  event,  it  is  apparent  that  consumers  are  very  price  conscious  when 
they  are  buying  flowers  for  home  use;  they  are  much  less  so  viien  they  are  mak- 
ing occasional  "obligation"  purchases  to  conform  to  social  customs. 

Problems  of  Market  Development 

Conflicting  Interests,— One  of  the  most  troublesome  questions  about  market 
expansion  in  the  floricultural  industry  is  what  group  should  take  the  responsi- 
bility for  needed  changes  in  marketing  methods.    The  prevailing  grower  attitude 
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appears  to  be  that  the  marketing  agencies  should  buy  and  sell  any  added  sup- 
plies that  come  from  present  growers,  and  if  any  adjustments  in  existing  mer- 
chandising practices  are  needed,  the  marketing  agencies  should  do  vAiat  is 
required,  ' 

In  this  respect  there  is  an  apparent  conflict  of  interest  among  growers, 
idiolesale  dealers,  and  retailers.    This  conflict  of  interest  is  rooted  deeply 
in  most  agricultural  industries;  the  floral  industry  is  no  exception.    It  has 
become  important  there,  however,  because  of  the  use  of  improved  production 
methods  at  the  grower  level  and  the  need  to  find  profitable  markets  for  a 
greater  volume  of  products.    But  while  the  problem  and  the  pressure  to  solve 
it  originate  at  the  grower  level,  the  solutions  being  proposed  and  experimented 
with  could  alter  established  marketing  channels  and  practices  greatly  if  they 
are  introduced  by  the  industry.  ' 

Because  of  a  fear  of  disturbing  existing  marketing  arrangements,  many  - 
prominent  vdiolesalers  and  retailers  (and  even  some  growers)  have  discouraged 
efforts  to  mass  merchandise  cut  flowers  on  the  theory  that  their  immediate 
interests  would  suffer  and  there  would  be  no  long-run  advantage  to  be  gained 
from  such  a  change.    Because  of  this  attitude,  market  expansion  through  re- 
tail florist  shops  seems  likely  to  be  limited,  and  wholesalers  who  are  depend- 
ent on  retail  florists  for  Q$  to  90  per  cent  of  their  dollar  sales  are  not 
free  to  develop  or  foster  other  types  of  merchandising.  ' 

The  established  trade  position  of  retail  florists  provides  a  regular  out- 
let for  commercial  cut  flower  growers,  without  which  the  latter  would  be  forced 
to  develop  their  oxm  retail  marketing  facilities.    The  meager  capital  of  small- 
and  medium-sized  growers  narrows  the  possibilities  that  they  will  risk  losing 
their  only  assured  outlet.    Furthermore,  the  growers  who  depart  from  existing 
marketing  methods  not  only  run  counter  to  the  interests  of  retail  florists  but 
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also  to  -Uie  prevailing  leadership  in  some  of  the  trade  associations.  This 
formidable  opposition  to  disturbing  the  status  quo  has  a  telling  effect  of  the 
id-llingness  of  individual  operators  to  experiment  tdth  new  marketing  methods. 

The  inpetus  to  change  appears  to  be  coming  from  food  and  variety  store 
operators  who  see  possibilities  for  using  mass-merchandising  methods  for  sell- 
ing flowers  and  potted  plants.   Whether  this  interest  can  be  maintained  will 
depend  largely  on  whether  it  is  profitable.    No  doubt  the  profit  picture  will 
be  influenced  by  the  ability  of  large  buyers  to  get  adequate  supplies  of  prod- 
ucts of  fairly  uniform  quality  x-athout  incurring  excessive  procurement  costs. 

Expansion  of  Direct  Sales  to  Retailers.— It  would  appear  that  any  e3q)an- 
sion  of  the  sale  of  flowers  and  potted  plants  to  retail  food  chains,  supermar- 
kets, and  variety  stores  could  lead  to  more  direct  dealing  between  growers  and 
retailers.    For  independent  supermarkets  this  has  proved  true.    Likewise,  some 
of  the  food  and  variety  chains  permit  their  managers  to  buy  seasonal  flowers 
from  local  producers.    But  because  of  the  inexperience  of  most  of  mass  merchan- 
disers in  buying  and  selling  flowers  and  potted  plants, and  because  of  the  lack 
of  uniform  grades  that  facilitate  mass  merchandising,  there  is  a  tendency  for 
buyers  for  multiunit  retail  stores  to  rely  on  established  commission-vAiolesalers 
and  grower-idiolesalers  as  the  only  means  of  assuring  themselves  of  the  quality 
and  volume  needed  for  their  type  of  organization.    Nevertheless,  as  mentioned 
earlier,  a  few  of  the  larger  food  and  variety  chains  have  taken  the  initial 
steps  to  establish  their  own  buying  setup.    If  this  is  done,  it  could  bring 
about  some  drastic  changes  in  the  trade  relations  between  growers  and  marketing 

agencies.  ' 

Selling  Through  Fruit  and  Vegetable  Vniolesalers. —Considering  the  insti- 
tutional arrangements  and  trading  practices  now  current  in  the  floricultural 
industry,  growers  might  well  think  about  using  existing  fruit  and  vegetable 
^olesale  houses  as  one  method  of  placing  flowers  in  mass  retail  outlets.  The 
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tjype  of  facilities  required  to  handle  fresh  fruits  and  vegetables  is  quite 
similar  to  that  used  by  florists,  which  would  mean  that  very  little  additional 
equipment  outlay  for  handling  floricultural  products  would  be  required.  A 
more  important  factor,  however,  is  that  T*iolesalers  already  have  an  established 
retail  food  store  clientele,  which  immediately  would  be  available  as  potential 
customers  for  floricultural  items.    Many  vAiolesalers  of  this  type  ordinarily 
would  be  especially  well  situated  to  take  on  an  additional  line  of  products  as 
a  means  of  getting  better  use  of  their  existing  labor  and  facilities.    At  the 
same  time  this  type  of  marketing  arrangement  would  reduce  some  of  the  procure- 
ment problems  of  food  retailers  by  making  it  possible  for  them  to  inspect  their 
flower  purchases  along  with  other  items  bought  from  the  wholesaler  or  to  depend 
on  the  xdiolesaler  to  deliver  acceptable  qualities  of  flowers  in  the  same  manner 
he  protects  the  interests  of  his  retail  store  custcxners  who  order  fruits  and 
vegetables  by  telephone. 

A  shift  to  fruit  and  vegetable  wholesalers  as  a  method  of  getting  a  wider 
and  more  economical  distribution  of  floricultural  products  could  have  serious 
repercussions  on  many  of  the  specialized  floricultural  grower-wholesalers  and 
vdiolesalers  now  serving  the  industry.    Yet,  this  procedure  now  appears  to  be 
an  economically  feasible  way  of  increasing  the  availability  of  flowers  to  the 
general  public  and  at  the  same  time  offering  certain  procurement  and  distri- 
bution cost  advantages  to  growers  and  chain  and  nonchain  marketing  agencies. 
At  least  there  is  ample  justification  for  a  thorough  appraisal  of  the  extent 
and  availability  of  physical  facilities,  sales  organization,  and  management  in 
^diolesale  fruit  and  vegetable  firms  that  might  be  used  successfully  in  selling 
florist  products  as  a  part  of  their  regular  wholesaling  operation©. 

Competition  for  the  Consumer's  Dollar. -"Competition  among  sellers  of  prod- 
ucts and  sdrvieefl  Sot  the  consumer's  expandable  income  is  keen.    Food,  clothing, 
housing,  furnishings,  transportation,  medical  and  dental  care,  education,  taxes. 
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insurance,  personal  savings,  and  amusement  for  major  expenditures  appear  to 
have  a  priority  on  the  family  income  before  flowers.    Furthermore,  flowers  are 
only  one  of  the  many  items  that  can  be  used  for  decorations  within  the  home» 
A  wide  assortment  of  ceramics,  plastics,  fabrics,  and  furniture  colors  fulfills 
most  of  the  color  requirements  for  the  home  decor.    In  recent  years,  the  use  of 
artificial  flowers  and  plants  also  is  increasing,  thereby  creating  additional 
competition  in  shape,  form,  and  color  for  fresh  florist  products.  ' 

The  various  analyses  of  consumer  expenditures  shoirr  an  average  of  less  than 
0.3  per  cent  of  each  dollar  consumers  spend  for  personal  consumption  items  is 
used  to  buy  flowers.    The  implication  of  such  analyses  is  that  consumers  could 
raise  their  average  expenditures  for  flowers  greatly  and  thereby  benefit  them- 
selves and  the  industry.    However,  the  cold  reality  is  that  the  avocado,  date, 
filbert,  garlic,  and  dried  prune  groxrers  and  other  industries,  ad  infinitum, 
can  and  do  use  the  same  reasoning.    Consumers,  on  the  other  hand,  continue  to  . 
establish  their  own  priorities  for  buying  products  and  services.    These  priori- 
ties, in  a  large  measure,  are  influenced  by  the  cultural  backgroxmd  and  environ- 
mental  conditions  of  each  consumer  when  the  priority  is  established.    Up  to  now 
the  cultural  and  environmental  factors  facing  consumers  have  not  placed  purchased 
fresh  flowers  among  the  more  important  requirements  in  American  home  life.  When- 
ever homemakers  have  a  desire  for  fresh  flovrers,  the  usual  pattern  in  this  coun- 
try is  to  satisfy  such  a  desire  with  home-grown  flowers,  a  tendency  which  is  re- 
flected in  the  sale  of  garden  seed,  bulbs,  and  plants  for  home  gardens.  ' 

Opportunity  for  Development  of  New  Industries  Favorable.— Even  though  there 
is  a  wide  assortment  of  highly  competitive  market-tested  products  with  -which 
retail  dealers  can  stock  their  stores,  there  remains  plenty  of  opportunity  to 
find  retail  outlets  for  new  products  or  to  induce  retailers  to  take  on  an  addi- 
tional product.    Two  conditions  favor  the  introduction  of  new  pzx>ducts  and  the 
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addition  of  a  new  line  of  products  in  retail  stores.    The  first  is  the  varying 
success  among  competing  retailers  in  selling  like  products.    Frequently,  the 
less  successful  retailer  will  seek  a  better  use  of  the  resources  at  his  dis- 
posal by  taking  on  different  kinds  of  products.    If  the  new  venture  is  success- 
ful, the  initial  returns  may  be  high,  particularly  until  conpeting  retailers 
introduce  the  same  kind  of  product.    A  second  favorable  condition  exists  as  a 
result  of  the  activities  of  a  small  group  of  marketing  innovators.  These 
people  have  an  entrepreneurial  drive  that  encourages  experimentation  and  risk 
taking.    During  years  of  high  profits,  established  businesses  will  experiment 
with  new  products  because  a  greater  part  of  the  cost  of  such  experiments  can 
be  offset  by  a  reduction  in  Hie  excess  profits  tax  that  would  be  levied  against 
the  firm's  normal  operations. 

The  ability  of  a  grower  initially  to  establish  a  trade  relationship  with 
a  wholesale  or  retail  outlet  does  not  mean  that  such  outlets  can  be  kept  open 
automatically.    There  is  an  obligation  on  the  part  of  the  grower  to  service 
his  customers  in  terms  of  product  availability,  quality,  and  price.    Even  when 
these  obligations  are  met  in  the  most  satisfactory  manner,  idiolesalers  and  re- 
tailers cannot  be  e^qpected  to  maintain  an  interest  in  selling  the  product  un- 
less it  yields  a  net  return  equal  to  or  in  excess  of  other  products  that  can 
be  handled  equally  well. 

Retail  Store  Employee  Training.— In  most  of  the  food  and  variety  stores 
that  do  sell  flowers,  little  progress  has  been  made  in  working  out  a  merchan" 
dising  pattern  that  is  consistent  with  type  of  products  being  offered  for  sale. 
More  often  than  otherwise,  cut  flowers  are  displayed  in  whatever  counter  or 
window  space  is  left  after  the  regular  merchandising  items  have  been  taken  care 
of.    It  is  not  unusual  to  find  flowers  displayed  in  an  odd  assortment  of  con- 
tainers on  the  floor  near  the  fresh  produce  counters.    This  unwillingness  of 
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store  managers  to  provide  adequate  display  and  storage  space  for  floral  items 
reflects  the  lack  of  importance  they  attach  to  this  type  of  business.  This 
reaction  is  not  untypical  of  food  dealersj  thus,  some  of  the  larger  retail  stores 
find  it  difficult  to  get  employees  who  have  sufficient  interest  in  fresh  fruits 
and  vegetables  to  maintain  the  fresh  produce  section  at  a  par  with  other  parts 
of  the  store.    As  a  result,  special  employee  training  is  often  necessary  to  de- 
velop the  skills  and  Interests  in  handling  such  products.    Similar  training 
might  be  necessary  for  floral  products, 

I 

Conclusions 

On  the  basis  of  ihe  facts  developed  from  this  and  other  economic  studies 
of  the  cut  flower  industry,  these  conclusions  are  warranted:  -  | 

1,  There  is  ample  productive  capacity  in  the  industry  to  supply 
the  existing  demand  for  cut  flowers.    Should  additional  demand 
develop  more  rapidly  than  is  now  anticipated,  the  output  of 
cut  flowers  can  be  increased  rapidly  and  without  any  appre- 
ciable change  in  the  labor  force,  growing  facilities,  or  areas. 

2,  Flower  production  is  not  now  geared  to  supplying  mass  markets. 
If  some  of  the  larger  food  or  variety  chains  should  decide  to 
promote  the  sale  of  flowers,  it  is  unlikely  that  existing  | 
facilities  and  methods  would  be  adequate  to  cope  with  the  I 
problems  of  assembling  and  supplying  the  kinds,  qualities, 

and  quantities  needed.    Therefore,  growers  might  well  con- 
sider the  extent  to  which  the  functions  of  supply  for  mass- 
marketing  outlets  need  special  attention  as  a  prerequisite  • 
to  any  substantial  expansion  of  the  market  for  cut  flowers. 
Unless  special  provisions  are  made  for  assembling,  sorting. 
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and  grading  flowers  groim  on  many  small  plots,  large  retail 
buyers  are  likely  to  have  little  interest  in  handling  flowers 
without  a  very  substantial  markup  to  cover  extra  procurement 
costs. 

Established  wholesale  fruit  and  vegetable  dealers  might  well 
be  considered  by  growers  as  an  outlet  for  cut  flowers  and 
other  floricultural  items.    The  basic  assembly  function  would 
be  equally  valuable  to  independent  and  chain  retailers,  es- 
pecially during  the  initial  stages  of  supplying  flowers  for 
a  mass-marketing  program. 

The  statistics  currently  available  on  flower  production,  sales, 
and  prices  by  kinds  and  qualities  are  wholly  inadequate  for 
any  meaningful  analyses.    Therefore,  the  prevailing  assumption 
regarding  the  expandability  of  the  cut  flower  market  by  sell- 
ing bunched  cut  flowers  through  retail  food  and  variety  stores 
is  largely  speculative. 

Competition  among  retailers  to  maintain  a  "one  stop"  shopping 
center  favors  the  sale  of  flowers  in  retail  food  and  variety 
stores.    Equally  favorable  to  further  development  of  the  flower 
market  is  the  fact  that  some  retailers  seek  to  use  their  fa- 
cilities and  labor  to  a  better  advantage,  and  a  few  are  in- 
novators who  regularly  experiment  with  new  product  combina- 
tions to  attract  trade.    However,  mass  outlets  such  as  retail 
food  and  variety  stores  ordinarily  are  not  seeking  new  lines 
of  products.    Consequently,  flower  growers  are  faced  with 
the  problem  of  demonstrating  the  salability  of  flowers  on  a 
high-volume,  low-margin  basis.    The  initial  responsibility 
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for  developing  or  expanding  the  mass  market  for  cut  flowers 
rests  with  the  growers.    They  can  meet  the  requirements  of 
mass-marketing  agencies  by  proving  their  ability  and  will- 
ingness to  supply  these  markets  regularly  with  quality 
flowers,  priced  to  compete  for  consiimers*  favor. 
Ccaupetition  for  the  consumers*  dollar  is  keen.  Flower 
growers  must  compete  with  sellers  of  food,  clothing,  hous- 
ing, furnishings,  transportation,  medical  and  dental  care, 
education,  taxes,  insurance,  personal  savings,  and  amuse- 
ment.   Furthermore,  there  is  a  large  assortment  of  artifi- 
cial flowers,  ceramics,  plastics,  fabrics,  and  furniture 
colors  that  fulfill  most  of  the  color  requirements  of  the 
home. 

While  there  is  a  considerable  question  about  the  net  effect 
of  advertising  on  the  total  sales  of  flowers,  there  have 
been  instances  when  federal-state  Agricultural  Extension 
specialists  in  cooperation  with  growers  have  used  various 
sales  promotion  media  to  aid  retailers  in  selling  seasonal 
surpluses  at  considerably  reduced  prices.    The  effects  of 
these  distress  sales  on  the  regular  flower  market  are  not 
known. 

Consumer  education  on  the  use  of  flowers  in  the  home  offers 
some  reasonable  possibilities  for  increasing  the  long-run 
demand  for  flowers.    The  experience  of  the  dairy  industry 
in  building  up  the  demand  for  milk  by  encouraging  schools 
to  emphasize  the  value  of  milk  in  the  diet  is  an  outstanding 
example  of  product  promotion.    The  introduction  of  flower- 
appreciation  projects  as  a  supplement  to  the  work  in  artistic 
design  and  home  crafts  is  worth  considering. 
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